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Macroeconomic adjustment policies and human nutrition: available evidence and research needs
Per Pinstrup-Andersen During the past 10 to 15 years, many developing countries have experienced severe economic crises due to rapid changes in oil prices, falling and unstable prices of many of their important export commodities, rapidly increasing rates of interest, increasing dependence on foreign borrowing, and a series of adverse domestic developments such as rapidly increasing government deficits, certain price distortions, and low returns on investments due to structural problems in some private sectors of production and inefficiencies in the public sector. The crises are reflected in reduced foreign exchange reserves, increasing needs for foreign borrowing, and inability to meet foreign-exchange obligations such as debt servicing.
In attempts to deal with the crises, countries have implemented a variety of policies, here referred to as macroeconomic adjustment policies. These policies include devaluation of domestic currencies, reductions in price distortions and government spending, and many other measures as discussed below. While they are aimed at long-term solutions, they obviously do not provide an instantaneous solution to acute foreigndebt crises. Thus, other more immediate measures, such as debt rescheduling or new foreign loans, are usually sought. These measures are usually implemented with the help of the International Monetary Fund (IMF). Macroeconomic adjustments are normally conditions for getting such new loans and are often referred to as "conditionalities. " The rationale for such conditionalities is that it makes little sense to make more loans available to provide a temporary solution to current foreignexchange crises unless the causes of the crises are also dealt with.
The impact of economic crises and macroeconomic adjustment policies is likely to differ between population groups and thus affects income distribution whether intended or not. Yet there is virtually no systematic evidence on the distributional impact of these policies or of stabilization in general [1] . Estimates of the impact on the poor and their nutritional status are also very scarce. Furthermore, because of lags in the economic relationships, the impact on a given population group as well as on the economy as a whole is likely to change over time; that is, short-term effects will differ from those in the longer term. Again, available empirical information on this matter is very scarce.
One of the reasons the impact on the poor and their nutritional status is poorly documented is that it is extremely difficult to estimate with a reasonable degree of accuracy. The relevant factors and relationships are many, and the separation of the impact of specific policy measures from the impact of other factors is very difficult.
The expected short-term impact of macroeconomic adjustment policies on the poor and their wellbeing, including their nutritional status, is usually not explicitly considered at the time of policy design, except as needed to maintain political stability, and does not appear to play a significant role in the design of conditionalities. Thus, in a review of IMF activities, Killick concluded, "Strengthening of the balance of payment situation was invariably the primary aim. Objectives concerning inflation and growth were secondary, while the distribution of income and wealth scarcely featured at all among the stated aims" [1] .
Expected long-term effects on the economy as a whole play an important role in deliberations leading to the design and implementation of adjustment policies. Long-term effects on the various population groups, if explicitly considered, are usually assessed on the basis of capital investment-led growth models. These models imply that short-term cuts in consumption are necessary to assure improved consumption levels in the future and that shifts in income distribution in favour of the higher income groups will increase savings and thus productive investment. This argument is presented very clearly by Tseng [2] , who argues that "the costs of adjustment, therefore, must be seen in perspective. In the short term, the costs are the unavoidable sacrifices that accompany the correction of an unsustainable situation. " Even if the ultimate benefits to the poor of adjustment programmes Per Pinstrup-Andersen International Food Policy Research Institute, Washington, D.C., USA could more than offset their short-term losses, however, the absolute poor may be unable to deal with such losses, even with the expectations of large longerterm gains, because they are already operating at the minimum subsistence level with few or no opportunities for borrowing to carry them over until the long-term benefits materialize. This is why the short-term effects on the poor are so important.
The need for capital accumulation also implies that rapid increases in economic growth will initially worsen the relative distribution of incomes. Thus, it should be no surprise that the poor run a high risk of short-term losses from adjustment policies aimed at improving the balance of payments and stimulating economic growth unless something is done to avoid it.
As mentioned above, short-term effects on specific population groups, such as the poor, are usually ignored unless they are perceived to threaten political stability. Yet, because adjustments frequently include changes of particular concern to the poor (e.g., increasing food prices and declining government expenditures on social programmes), those effects can be severe. Dis-investment in human capital through deterioration in nutrition, health, and education in the short run will hamper future economic growth and thus counter long-term solutions. Investment in human capital must accompany investment in physical capital. Finally, policies that cause severe hardships on the poor may result in political instability, which, in turn, reduces the impact of economic growth.
CHARACTERISTICS OF MACROECONOMIC ADJUSTMENT POLICIES
Macroeconomic adjustment policies are of five general types: monetary, fiscal, exchange rate, foreign trade, and wage and price.
Monetary policies are usually focused on limiting the expansion of the money supply and domestic credit availability, and increasing savings. Measures to influence interest rates and restrict credit for certain sectors (often the public sector) and activities are part of this group of policies.
Fiscal policies are usually aimed at reducing deficit government spending through restraints on expenditures and, to a lesser extent, through expanded government revenues. Measures to reduce expenditures include decreases in explicit subsidies on food and other goods and services; cuts in social programmes such as health care, education, and direct income transfers; and efforts to reduce deficits in public-sector enterprises. Reduced growth or reductions in public-sector employment and wages are also frequently found in adjustment programmes. On the revenue side, some adjustment programmes include measures to expand tax revenues and/or reform the tax structure.
Adjustments in the exchange rate are common in adjustment programmes. At the time when macroeconomic adjustments are needed, the national currency is usually overvalued and devaluations are called for.
Several measures aimed at foreign-trade reforms are found as components of adjustment programmes. These include changes in export taxes and import duties, export promotion, etc. Finally, adjustment programmes usually include measures to restrain wage increases and to deregulate prices.
The nature of the policy measures is discussed further in the next section.
CONCEPTUAL OVERVIEW AND REVIEW OF AVAILABLE EVIDENCE
A conceptual overview of the principal relationships between human nutrition and variables influenced by economic crises and macroeconomic adjustment policies is presented in figure 1.
Health Care
The nutritional status of an individual is influenced by his or her health and food consumption. Health, in turn, is influenced by the availability of health, sanitation, and related programmes. The extent to which such programmes are available depends on the amount of government expenditures allocated to them. During periods of economic crises, which are often associated with or caused by excess government spending, governments frequently try to cut spending on social programmes, including those for health care, as part of macroeconomic adjustment policies.
Government expenditures on health care in the developing countries as a whole decreased from about 4.3 to 4.1 per cent of total government expenditures during 1976-1983 [3, 4] . The decrease was most severe in Latin America. No data are available for Africa. The average figures cover large differences between countries. In Argentina and Mexico, government health expenditures dropped from more than 4 per cent to a little more than 1 per cent over a seven-year period. The real value of government expenditure on health per capita also decreased dramatically in these countries [3, 4] .
Several other countries with severe economic crises and subsequent macroeconomic adjustments show similar decreases. Thus, in Jamaica the real value of
FIG. 1. Schematic overview of principal relationships between human nutrition and variables influenced by economic crises and macroeconomic adjustment policies
health expenditures fell by 35 per cent from 1982 to 1985 [5] . These cuts may have been a direct consequence of severe macroeconomic adjustments made during that period. Data on average real values of government expenditures in health per capita for Latin America, Africa, Asia, and developing countries as a whole were not readily available, but it is likely that there has been a slight increase in Asia and a decrease in Latin America. Large cuts in health-care expenditures would be expected to have serious effects on the health and wellbeing of the poor unless they either occur primarily in the services used by the better-off population groups or are accompanied by improvements in programme efficiency. The distribution of the cuts among types of health services varies among countries, and available evidence does not provide general guidelines regarding the extent to which the poor are affected.
In several countries, including Chile and Jamaica, investments in the health sector were reduced considerably more than recurrent costs. It is possible that investments are biased toward the better-off population groups because they tend to use more capital-intensive health care, such as hospitals and special equipment, while recurrent costs may be biased toward the poor, e.g., primary health care. If this is correct, the poor may have been at least partially protected. Jolly and Cornia [6] concluded that there was no evidence in the countries studied by UNICEF of "restructuring of public spending toward cost-effective, high-priority action which can protect children even in times of recession and cutbacks. "
In Brazil, there was a major shift in relative expenditures on curative versus preventive health care during the 1970s and 1980s [7] . The latter decreased from about 40 per cent of total health expenditures in 1970 to about 15 per cent in 1982. A similar although less rapid relative shift took place during 1978-1982 in the Philippines, where the percentage of total health-care expenditures used for field health services stayed constant at about 28 per cent while expenditures on hospitals increased from 48 to 54 per cent [7] . The cost of general administration and planning appears to have decreased.
When preventive health care is primarily focused on the poor while expenditures on curative health care are biased toward the better-off population groups, the above relative changes appear to have had adverse effects on the poor. Available evidence is insufficient to provide reliable estimates of the effects of reduced government expenditures on the poor and their nutritional status.
In many developing countries, a large share of total healthcare expenditures originates in the private sector either as employee benefits or from households directly or through insurance schemes. The impact of macroeconomic adjustments on employee benefits is discussed together with wages in the next section. Direct household expenditures on health care are typically 3 to 5 per cent of total household expenditures in developing countries. The price elasticity of demand for health care appears to be low [7] . Thus, the introduction of fees for health-care services in order to reduce government spending is likely to diminish the use of such services relatively little but instead to increase total household expenditures on health care. This, in turn, reduces the purchasing power available for other goods and services such as food.
Food Consumption
Food consumption by individuals at risk of being malnourished is determined by household food consumption and intra-household food allocation. The intra-household food allocation in turn is influenced by a number of factors. Among those that may be affected by macroeconomic adjustment policies, the most important are probably time allocation, employment, wages, and income control for each of the adult household members.
Macroeconomic adjustment policies may cause changes in employment opportunities and wages for women. Such changes may in turn alter the amount of time spent on child care, meal preparation, and other related home activities. They may also alter the distribution of income control between men and women. If, as indicated by some studies, spending behaviour differs between men and women, changes in the distribution of budget control may affect the proportion of total household incomes spent on food as well as the amount of food allocated to individuals, for example, pre-schoolers at risk of malnutrition. Changes in women's employment opportunities, and thus demands on their time and the opportunity cost* of their time as well as changes in their control over household expenditures, may alter diet composition and cost per calorie or nutrients. For example, increased employment opportunities and/or higher wages for women tend to reduce the time they have available to prepare meals and increase the calorie cost of the diet because more semi-processed or processed foods, such as wheat bread instead of sorghum and millet in certain countries, are likely to be purchased. On the other hand, more is likely to be spent on food both because of higher household incomes and because a larger proportion of income controlled by women may be spent on food. Increasing employment opportunities for women may also reduce the opportunities for breast-feeding because nursing facilities are often lacking at the workplace.
Real Incomes
The key factors influencing household food consumption are household real incomes and the prices of food and non-food commodities the household wishes to acquire. Low-income consumers spend a large share of their incomes on food; 60 to 80 per cent is not uncommon. Furthermore, the income elasticity of demand for food -that is, the percentage change in food demand for a 1 per cent change in income -is much higher for the poor than for the better-off. Therefore, food consumption by the poor is particularly hard hit by decreasing incomes.
Editor's note: When time spent on one activity precludes another activity, the value of the two activities can be compared. Thus, for better or worse, one activity costs the opportunity to engage in another simultaneously. If one cannot have both A and B. the choice of A excludes the choice of B.
To assess the impact of economic crises and macroeconomic adjustment policies, it may be useful to disaggregate household incomes not only by gender as discussed above but also by type and source of income, distinguishing: -monetary income, including wage earnings, incomes of the self-employed, and gifts and transfers, and -in-kind income, including consumption of one's own production, in-kind wages, and in-kind gifts and transfers. Economic crises and adjustment policies may affect any of these types of income, but the effect will differ among policy measures. Furthermore, the effect of a certain income change on food consumption and nutrition is likely to depend on whether the change occurs in wage earnings or in some other income source.
Wage earnings depend on the number of hours or days worked, that is, the amount of employment, and the wage level. Most macroeconomic adjustment programmes attempt to expand employment while keeping wages from increasing. Wage and price policies are often focused on reducing real wages (i.e., the nominal wage relative to the price level) in order to expand employment and boost savings in business and among high-income groups. Wage controls are also enforced to restrain the inflationary pressures generated by other components of the macroeconomic adjustment programme, particularly currency devaluations.
If successful, these policies will bias the income distribution toward the better-off, at least in the short run. The impact on poverty will depend on the relative magnitudes of employment increases and wage declines for the poor. In Chile, both relative income distribution and absolute poverty deteriorated between 1969 and 1978, a period of serious economic crisis and severe macroeconomic adjustment. Thus, the real value of total expenditures of the poorest quintile of the population dropped by 30 per cent, while for the richest quintile it increased by 16 per cent ( fig. 2 ). From the point of view of equity as well as that of poverty and nutrition, such developments should be of great concern, and efforts should be made to determine the causes and design corrective and/or compensatory measures.
Real wages have decreased in many countries after macroeconomic adjustment policies were introduced. Thus, real wages fell in Sri Lanka during the period 1979-1984 after adjustments were made in 1977-1978 [8, 9] . During 1981-1984 real wages declined in five of seven Latin American countries studied by the Inter-American Development Bank [10] . The decline was most dramatic in Mexico and Brazil, where the cumulative decline over the four year period exceeded 20 per cent (table 1). The real wage decreases were not offset by increasing employment. On the contrary, unemployment increased in most of these countries (table 1) . Thus, wage earnings declined during the period. The extent to which the poor-as opposed to betteroff wage labour-were affected is not clear from available evidence. Drastic decreases in the real minimum wage rate in a number of countries indicate, however, that the poor are seriously affected. Thus, the purchasing power of the minimum wage in Zaire in 1982 was only about 3 per cent of what it was in 1970 [11] . Furthermore, the Inter-American Development Bank concluded that there is evidence that a disproportionate part of losses in real incomes "have been concentrated in the lower income strata. " The Bank further suggested that "to the extent that real wage containment remains a necessary element of the adjustment process, mechanisms will have to be found to shift some of the burden to the higher income groups in the interest of social justice and domestic peace" [10] .
In many developing countries, the poorest wage labour is found in the informal sector producing goods and services that are not exported or imported-the socalled non-tradables. Since macroeconomic adjustment policies aim at the improvement of the balance of payment, they typically increase the prices of goods and services that are either exported or imported-the tradables-relative to the non-tradables. Therefore, if the poor are concentrated in the non-tradables sector, they are likely to be made worse off relative to wage earners in the tradables sector. If these poor workers are able to move between sectors and thus take advantage of relatively higher wages and better employment opportunities in the production of tradables, the problem may be less severe. Thus, policies to increase the mobility of poor workers are of great importance.
As mentioned above, a large share of the poor are self-employed, such as small farmers and small entrepreneurs, the latter mostly in the so-called informal sector. As the prices of tradables increase, those selfemployed who produce for export or for import substitution, such as small farmers producing export crops, are likely to benefit from changes in the exchange rate and related adjustment policies, for example, exportpromoting policies. Furthermore, those engaged in the production of inputs for the tradables sector may gain. The most likely losers are those who produce final goods and services that are neither exported nor imported, because their prices are unlikely to increase as fast as the prices of other commodities. Therefore, the real incomes of those population groups decrease. Unfortunately, although statistical information is scarce, it appears that a large proportion of the poor are occupied in precisely such production.
Gifts and transfers are another important source of income for the poor. Government transfer programmes take many forms, including explicit price subsidies for selected commodities such as food, housing, and transportation; food stamps; unemployment compensation; social security payments; and poverty relief payments. The importance of these transfers is illustrated by food subsidies, which account for 15 to 20 per cent of total income of the poor in a number of countries 112]. Macroeconomic adjustments typically attempt to reduce subsidies and other transfers in order to reduce government expenditures and remove price distortions. For developing countries as a whole, the percentage of government expenditures allocated to transfer programmes stayed constant during the period 1976-1982 [3] .
Some countries show drastic decreases in the real value of transfer programmes. Thus, the Sri Lankan expenditures on such programmes fell from 20 per cent of total government expenditures in 1976 to 12 per cent in 1982 [3, 4] . Furthermore, the value of the food-subsidy programme fell from 16 per cent of current government expenditures in 1977 to 3 per cent in 1984 [8] .
By 1982 the real per capita value of transfer programmes in Sri Lanka had been reduced to about half of the real value in 1978, a dramatic change indeed, which is almost certain to have caused severe hardships among the poor. The drop was even more severe in Ghana [3, 4] . On the other hand, expenditures on transfer programmes increased significantly in Argentina during the same period.
In-kind incomes are an important source of income for many poor households, particularly semi-subsistence farmers. The importance becomes very clear during periods of rapid increases in the prices of food and other necessities that frequently follow macroeconomic adjustments. Price increases erode the real value of monetary incomes such as money wages. Thus, as food prices in crease, a given wage income buys less and less food. Such erosion does not occur for a given in-kind income.
Developments in Uganda during the last 10 to 15 years illustrate this point [13] . The price index rose from 100 in 1972 to 35,000 toward the end of 1984. The price of maize meal, the principal food staple, rose from about 1 Ugandan shilling per kilogram in 1972 to 180 shillings per kilogram in early 1985. The rate of increase in wages was considerably less. Thus, the index for real wages fell from 100 in 1972 to 9 in late 1984. The number of minimum wages needed to purchase the food necessary to meet minimum calorie requirements for an average household increased from 0.6 to 4.5 during the 12-year period.
In spite of these developments, however, the nutritional situation did not deteriorate greatly during the period. The explanation as provided by Jamal is that most of the rural poor obtain a major share of their food from their own production and the urban poor greatly increased food production for their own consumption.
These findings clearly illustrate the nutritional risk associated with the shift from subsistence to a cash economy. While such a shift is a necessary condition for significant improvements in the standard of living, it is important that the nutritional risks caused by increased dependence on prices and monetary incomes should be countered through appropriate policies. While macroeconomic adjustment policies usually are not explicitly concerned about the above shift, they typically promote increases in the production of export crops, sometimes at the expense of food production for one's own consumption. Thus, depending on the relative price changes in food staples and export crops, the nutritional risk may change [14] . (The nutritional implications of increasing commercialization of semisubsistence agriculture are currently being studied by the International Food Policy Research Institute [IFPRI] in several countries.)
In-kind incomes may also play a major role among agricultural workers, who often receive part of their wages in food and housing. To the extent that these in-kind wages are kept unchanged during periods of rapidly increasing prices, the nutritional status of the workers and their families is protected, at least in part, from the negative effects of the price increases. There are indications, however, that the share of farm wages paid in kind falls in periods of rapidly increasing food prices and/or decreases in production. This point is illustrated by findings from the North Arcot region of Tamil Nadu, India, where landless workers received 11 per cent of their total household calorie consumption from in-kind wages (primarily rice) in 1983184, which was a year of normal production, as compared to less than 1 per cent during the year before, a drought year [15] .
It is also important whether government transfers are in kind or in money. Food subsidies in Sri Lanka illustrate this point. Until 1978, fixed amounts of rice were made available to households either free or at a subsidized price. Thus, irrespective of price fluctuations, households were assured a certain amount of food. In 1979 the programme was changed to a food-stamp programme with a fixed monetary value. Since then, food prices have quadrupled while the monetary value of the food stamps received by the household has remained constant. As a consequence, the amount of food that can be purchased by the food stamps today is only about 25 per cent of the amount that could be bought in 1979.
Prices
As mentioned above, real incomes are determined by nominal incomes and prices. Two aspects of prices are important in this regard: (1) the level of prices and changes in the level, usually referred to as inflation, and (2) the relative prices of various goods and services.
Economic crises and adjustments may influence price levels in a variety of ways, most importantly through the demand and supply of goods and services, the supply of money, and the exchange rate. Although the situation may vary among countries and time periods, one grossly simplified example may be as follows: Government deficit spending financed by expanded domestic money supply and external borrowing along with (1) depressed export prices and/or sharp increases in import prices, (2) structural problems in the production sectors, and (3) investment patterns with very limited short-term returns cause or contribute to a high rate of inflation, increasing balance-of-payment problems, and an overvalued exchange rate. As the balance-of-payment problems become more severe, the country attempts to make the necessary macroeconomic adjustments, including devaluation, reduced government spending, export promotion, structural adjustments in the production sectors, increased domestic interest rates, wage freezes, and possibly other policy measures. The net impact of the crisis and the adjustments on prices is not easily determined. Expanded money supply, increased external borrowing, and devaluation all tend to cause inflation. Thus, key components of the economic crisis as well as a key component of adjustment efforts would be expected to cause increasing price levels. Other components of the adjustment programme, such as structural improvements in the production sectors, higher interest rates, and reduced money supply, are likely to dampen inflation.
Increases in the general price level have been dramatic in many developing countries during the recent past, as illustrated by data from Brazil, the Philippines, and Zaire (table 2) . Thus, the consumer price index in Brazil increased from 100 to 60,000 during the period 1970-1984. Food prices increased even more, from 100 to 88,000. While the impact on the purchasing power and thus the ability to acquire sufficient food to meet nutritional requirements is clearly negative, available empirical evidence does not provide reliable information on the relative contribution of the various policy measures to this high rate of inflation. Without such information, it is difficult to predict the nutritional implications of specific macroeconomic adjustment policies. In fact, without trying to estimate causal effects, it is difficult to establish whether the economic crisis or the attempted solutions had the most negative nutrition effects.
This question may be only of academic interest, however, because a continuation of the economic crisis without adjustment might not be viable. Rather, the question may be one of the impact of various policy options. The negative impact of food price increases is much more severe for the poor than for the better-off because the poor spend a larger budget share on food. Furthermore, the consequences of reduced food consumption among population groups consuming near the subsistence level may be further deterioration in nutritional status. The more severe impact on the poor is illustrated in table 3. For example, in Egypt, a 10 per cent in crease in the price of food causes a 5.6 per cent reduction in real incomes of the poorest decile but only a 1 per cent reduction in real incomes of the richest docile.
The greater impact of food price changes on the nutritional status of the poor is also illustrated by the larger price elasticities of demand for food, that is, the percentage change in food demand associated with a 1 per cent change in food prices. As shown in table 4, increases in the price of rice cause much larger percentage reductions in rice demand among the poor than among the rich.
Partly because of the importance of food prices in the consumer budgets of the poor, many governments have attempted to keep these prices low through implicit or explicit price subsidies. Implicit price subsidies, however, which are usually enforced through low producer prices, have adverse effects on food production, while explicit subsidies, usually financed by government, may contribute to excess government spending. The latter contributes to inflation, and the net effect of explicit food price subsidies may be to increase rather than decrease prices [30] . Of course, households that spend a large budget share on the subsidized commodities may gain from the subsidy in spite of an increase in the general price level. Thus, the choice of commodities to be subsidized as well as targeting on the poor are important considerations. 
TABLE 4. Price elasticity of demand for rice among low-and high-income population groups in selected countries
Low income High income Source
SUMMARY OF EXISTING EVIDENCE OF IMPACT ON FOOD CONSUMPTION AND NUTRITION
Very little quantitative research has been done on the short-term effects on the poor and their nutritional status of macroeconomic adjustment policies, and empirical evidence is very scarce. Studies in the UNICEF report edited by Jolly and Cornia [6] provide useful insights into the effects of economic recessions on children in a number of countries. Some of these studies, along with other UNICEF research, also provide empirical evidence of the impact of adjustment programmes. The research found that absolute poverty increased in several countries during periods of serious economic disruptions. Jolly and Cornia concluded, "The poor and the bottom strata of the social pyramid have been harshly hit in those countries where the recession has been severe" [6] . Infant mortality rates increased in cases where government transfers and/or earning opportunities for the poor decreased, and in a number of cases the rate of decline in infant mortality slowed. Malnutrition has increased during the last few years in a number of study countries, such as Costa Rica, Brazil, Sri Lanka, and Ghana.
Thus, the UNICEF researchers concluded that in most study countries "a serious deterioration has occurred in indicators of nutrition, health status, and school achievements, and it is quite evident that if this process is not reversed it will lead to more dramatic deteriorations which will then be reflected in a higher rate of infant and child mortality. " They further concluded that "the evidence strongly suggests the existence of time lags between the deterioration of input indicators and that of process and outcome indicators" [6] . Thus, measurements of immediate effects of current reductions in incomes of the poor, increases in food prices, and reduced government spending on social programmes on the nutritional status, child mortality, and other welfare indicators underestimate the actual impact. The Inter-American Development Bank, in an analysis of the effects of macroeconomic adjustments during 1982-1984 in several Latin American countries, concludes that "the social cost in terms of reducing living standard, high inflation, and high unemployment has been tremendous and unequally distributed, and there is little likelihood of significant improvement over the near term" [10, p. 89] .
A recent study in Chile [31] found that the discontinuation of a government-sponsored childfeeding programme caused an increase in child malnutrition and mortality in 1983. Soon after the programme was reinstated, the negative effects disappeared. The nutritional status of children also deteriorated in the Philippines during the last two to three years [17] .
Data from Chile and Sri Lanka illustrate a serious decrease in calorie consumption among the poor as well as a deterioration in the relative distribution among income groups. Thus, daily calorie consumption per capita in the poorest quintile of the Chilean population decreased from 1,925 in 1969 to 1,626 in 1978, a reduction of 16 per cent. During the same period, calorie consumption increased in the richest quintile ( figure 3) .
In Sri Lanka, the calorie consumption of the poorest 10 per cent of the population decreased by 27 per cent, or 590 calories per person per day, from 1969/70 to 1981/82, while the average decrease for the population as a whole was 10 per cent, or 325 calories per person per day. The share of total calorie consumption captured by the poorest 10 per cent of the population decreased from 6.5 per cent in 1969/70 to 5.1 per cent in 1981/82, while the share for the richest 10 per cent stayed constant. As shown in figure 4 , both the absolute level of calorie consumption by the poor and the relative distribution among income strata deteriorated from 1978/79 to 1981/82. These deteriorations in both the absolute and the relative level of food consumption by the poor are rather dramatic and deserve serious attention by policymakers; however, the causes are not fully understood. Are they caused by the adjustment policies that were introduced in these countries or by the crises that made the adjustments necessary? What would the situation have been if the crises had been permitted to continue or if a different set of adjustment policies had been used? Answers must await further research.
Even though very little research that firmly establishes and quantifies a causal link between specific adjustment policies and nutritional status has been completed, available evidence suggests that there is a high risk of deterioration in nutritional status as a consequence of traditional macroeconomic adjustment programmes. Scattered evidence as mentioned above, together with massive evidence of falling real wages, rapidly increasing food prices, reductions in food subsidies and transfer programmes to the poor, and reduced government expenditures on primary health care and education should not be ignored just because solid causal links have not yet been established. Enough is known about the effect of food price increases and real wage decreases on food consumption by the poor to conclude that the nutritional status of those most at risk has deteriorated. While the causal links are being studied and the estimates of nutritional impact refined, explicit attention should be paid to avoid negative and enhance positive nutrition effects at the time of designing macroeconomic adjustment programmes. Some of the issues to consider are discussed in the next section.
POLICY MEASURES TO IMPROVE THE NUTRITION EFFECTS OF MACROECONOMIC ADJUSTMENTS
Suggestions about how governments may avoid negative and enhance positive nutrition effects of macroeconomic adjustment programmes must necessarily be somewhat crude until more knowledge about the causality between adjustment policies and nutrition is acquired. While awaiting additional information, certain things can be done. Based on the discussion in the earlier sections of this paper, four key factors must be considered from the point of view of nutrition when designing macroeconomic adjustment policies:
• changes in the magnitude and composition of government expenditures, • changes in incomes of the various groups of lowincome people, • changes in prices to be paid by these groups, • the coping ability of households in these groups.
In principle, governments can do one or both of two things to incorporate nutritional considerations into the design of macroeconomic adjustment programmes: they can design or modify the adjustment policies to take into account the nutritional concerns, or they can introduce separate policies and programmes to compensate the poor for any adverse effects caused by the adjustment programme. The former may be politically difficult to implement if there appears to be a trade-off between the achievement of nutritional goals and other goals -that is, if modifying the programme to improve the achievement of nutrition goals decreases the expectation of achievement of such goals as accelerated economic growth and improved balance of trade.
The choice of compensatory measures over modifications in the adjustment programme is appropriate if the programme is expected to contribute to improvements in the nutritional status in the long term, for example, through higher incomes of the poor, while short-term negative effects are expected to be transitory. Although the record is mixed, this is an argument frequently -made in support of traditional adjustment programmes. If, on the other hand, it is unlikely that the long-term nutrition effects of the traditional programmes will be positive and of a sufficiently large magnitude, compensatory measures would be less appropriate than changes in the programmes themselves. In many such cases, structural changes in the economy and reorientation of the development strategy probably will be needed. The following measures are likely to be important from a nutritional point of view: 1. Measures to increase productivity and earning capacity among the poor. These include: la) employment generation among the poor in productive public-sector activities, such as rural infrastructure programmes, and in the private sector through the support of investment in labourintensive, as opposed to capital-intensive, activities;
(b) maintenance of real wages through expanded labour productivity in low-wage jobs and/or adjustments in minimum wages to compensate for price increases; (c) increased rather than decreased public and private investment in primary education, vocational training, and skill development for the poor to increase productivity and labour mobility, and in primary health care for children as we/l as adults to enhance current as well as future productivity of the human resource; (d) expanded programmes that provide credit and other inputs to small entrepreneurs and other self-employed low-income people, e.g., programmes similar to the Grameen Bank in Bangladesh; (e) facilitated access to credit, inputs, and modern technology for small farmers; and (f) redistribution of productive assets such as land.
Targeting of public transfer programmes and
subsidies to the poor, emphasizing those poor who are most likely to be adversely affected by macroeconomic adjustments. Such targeting will permit reductions in government expenditures without adverse nutritional effects. (See Rogers [32] and Pinstrup-Andersen and Alderman [12] for a discussion of targeting approaches.) Furthermore, subsidies may be limited to those goods and services that occupy a large budget share among the poor and/ or represent basic necessities. For example, instead of general subsidies on oil and gasoline, subsidies could be provided for public transportation, thus reducing government costs with little negative impact on the poor. Similarly, food subsidies could be limited to basic staples.
3. Assuring a constant real rather than a constant monetary value of targeted transfers and subsidies over time. This will protect the poor from deteriorations in the purchasing power of the transfer or subsidy due to price increases. A constant real value may be assured either by making entitlements available in kind, such as a certain ration of rice, or by indexing the monetary value to the appropriate prices. 4. Reductions in the cost of food to the consumer through improved marketing efficiency, expanded use of unit-cost-saving production technology, and investments in rural infrastructure. While macroeconomic adjustment programmes often include measures to increase prices to agricultural producers for the purpose of enhancing production, cost-reducing measures are less frequently included. Yet they may be more important to provide incentives to farmers to expand production while they do not entail the negative effects of increased prices to the consumer. In effect, what is needed is an appropriate mix of cost-saving and price-increasing measures tailored to the situation of a particular country instead of a single-minded focus on price increases. 5. Use of external resources to compensate the poor for increasing prices when appropriate. Foreign food aid may play an important role when properly targeted and structured in such a way that it does not imply negative effects for domestic producers. The current food-stamp programme in Jamaica is an example of such an approach. Macroeconomic adjustment programmed are of interest not only to the country for which they are intended but also for the international community, particularly the banks that have provided loans to the country and the countries that stand to gain from future trade with the country in economic difficulties. For this reason, countries in the process of negotiating emergency loans from IMF or elsewhere may wish to explore whether the cost of avoiding short-term negative nutrition effects of the conditionalities could be totally or partly covered by international aid either in food or in cash. In addition, many other measures may be considered. The choice of the most appropriate ones must necessarily be based on the particular circumstances of the country in question. Jolly and Cornia suggest that five elements should be present in efforts to make economic adjustments: 1. A clear recognition of the importance of preserving a minimum level of nutrition, household income (in cash or kind) and basic services for all age groups; as a means towards protecting and maintaining productivity and welfare of the whole population. 2. Maintenance or creation of a network of basic services and support for young children. 3. Serious restructuring within health, education, and related social services to achieve maximum costeffectiveness and internal efficiency in the provision of those services. This restructuring should involve a hard-headed review of ways to economize on imported supplies and move efficiently toward greater use of local resources in health, education, and other services. 4. More creative reliance on community action and the informal sector, which tend to use more local and low-cost resources and less high-cost and imported supplies. 5. More concern with income distribution, not lessespecially in the sharing of the burden of economic adjustments and cutbacks. The arguments for this are strong, in line with the elementary principles of welfare economics. These are reinforced by the arguments of reducing foreign exchange and increasing employment, since both would be generally encouraged by greater sharing of adjustment. [6, p. 5] The executive director of the World Food Council concluded that the trend toward increasing malnutrition has "been exacerbated in the 1 980s by the current economic and financial crisis and its concomitant structural adjustment requirements, which have adversely affected the poor and undernourished" [33, p. 9] .
The Council suggests that the needs of the undernourished may be explicitly taken into account if: governments in the process of adjustment sharpen their focus on poor families' food security in policy reformulation and on the most cost-effective measures to protect it; the international financial institutions, notably the International Monetary Fund (IMF), heighten their sensitivity to food security and poverty issues while recognizing their principal mandate of assisting countries in restoring their financial and economic health; international development agencies increase their assistance to governments in assessing the impact on hunger and malnutrition of adjustment policy alternatives and in implementing effective protective measures. At the same time, they should seek greater collaboration with the IMF and other financial institutions in advising on the social costs of adjustment policy packages.
A PROPOSAL FOR RESEARCH
While consumption may have to be reduced in favour of investment, it is clearly a misconception that, to be effective, long-term solutions to the problems of foreign-exchange deficits and slow economic growth must necessarily hurt the poor in the short run. Current understanding of the relevant economic processes and knowledge of the magnitude of the gains and losses for the poor that may be expected from each of the policy measures available to governments who wish to implement adjustments are insufficient to assist in the design of a set of policies that will deal with both shortterm effects on the absolute poor and long-term efficiency and growth objectives within a given economic, social, and political environment.
Very little empirically based research has been done on the matter, and it appears that successful attempts to reduce the existing knowledge gaps are likely to have a high payoff in terms of assisting governments in improving the design of adjustment policies and related measures.
Pioneering work in this area has been done by UNICEF, and several UNICEF-supported activities are currently under way. The UNICEF research provides extremely important information on recent changes in the welfare of the poor in general and children in particular in a number of countries faced with serious economic recessions. It also provides an important foundation for additional research to improve the understanding of the short-term impact of various policy measures on poor people's incomes, food consumption, and nutrition. Such new research must attempt to establish causal links between changes in the welfare of the poor and specific economic changes and policies in order to assist in the design of policies that will effectively deal with short-as well as long-term goals and effects.
The World Institute for Development Economics Research has taken the initiative to sponsor a set of country studies of the effects of macroeconomic adjustment policies. Short-term effects on the poor and their nutritional status do not appear to be a major concern of these studies. Several other studies are currently under way by various institutions and individuals, including an analysis of the income distribution effects undertaken by the Overseas Development Institute [34] and analyses by Helleiner at the University of Toronto.
Continuing research at IFPRI includes an analysis supported by FAO and the United Nations University of the short-run effects of macroeconomic adjustment policies on the poor in Sri Lanka. A proposal for a similar study in Jamaica has been developed jointly with the Jamaican government, and exploratory work is being done regarding studies in other countries, possibly the Philippines, Sudan, and Brazil.
Food price and subsidy policies often play an important role in macroeconomic adjustments, and past research on these policies provides important input into the research discussed here. Findings from a series of IFPRI studies of food price and subsidy policies are reported elsewhere and are not discussed here [19, 20, 24, 28, 30, [35] [36] [37] [38] [39] [40] [41] [42] [43] [44] .
Past and continuing research on the implications of alternative ways of reducing the fiscal costs of subsidies is particularly relevant for those designing adjustment policies because it assists in identifying policy changes that take into account both fiscal and short-term welfare implications. Studies for Brazil 128], Egypt [39] , and Sri Lanka [43] are examples of research that identifies specific policy changes that may reduce government costs with little or no negative impact on the poor.
Policies to expand production of agricultural commodities for export or for import substitution also play an important role in adjustment efforts in many countries. Findings from past research on the nutrition effects of increasing commercialization of semisubsistence agriculture and export-crop production may be useful in this regard, although their utility for policy design is limited [14, 45] . Continuing IFPRI research on this topic in several countries (Gambia, Guatemala, Kenya, the Philippines, Rwanda) supported by IFAD, AID, and GTZ (Gesellschaft für Technische Zusammenarbeit) is more sharply focused on policy implications.
Results from these studies are expected to be of greater utility to policy-makers and provide important input into the overall effort of improving the understanding of the effects of macroeconomic adjustment policies. To strengthen past and continuing activities discussed above, it is proposed that additional research be undertaken. The principal objectives of this research should be: 1. to improve current understanding of how specific macroeconomic adjustment policies affect incomes, food consumption, and the nutritional status of the poor in the short run, i.e., analyses of the relevant processes; 2. to provide quantitative estimates of the effects of specific policies in selected countries, i.e., expost assessments /since many countries adopted macroeconomic adjustment policies during 1979-1986, the timing for ex-post analyses is excellent); 3. to identify policies and programmes that may alleviate undesirable nutrition effects of necessary macroeconomic adjustment; 4. to attempt to draw generalizable lessons from the analysis of the processes and the country-and policyspecific studies to assist in ex-ante assessments of the likely consequences of alternative policy options. The proposed research does not address the question of whether macroeconomic adjustment is needed, but rather how the poor will be affected in the short term by specific adjustment policies and how short-term effects not desired by governments may be avoided by policy modifications or additional policy measures and programmes specifically aimed at alleviating these effects through compensation for expected losses or insufficient gains.
In cases of severe crises, the question usually is not whether adjustments should be made but how they are made. Adjustment policies that hurt the poor in the short run cannot be justified merely on the grounds that lack of adjustment would hurt them even more. The challenge is to design the adjustment policies in such a way as to achieve the desired mix of short-and long-term equity and efficiency goals, including protection of the poor from serious deteriorations in their welfare in the short run. It is toward this challenge that the proposed research should be aimed.
Since the poor are not a homogeneous group, analyses must be based on their disaggregation into a number of groups such as landless agricultural workers, semi-subsistence farmers, non-agricultural labour, self-employed in the informal sector, etc. (See Sahn [8] , Trairatvorakul [19] , and Garcia and Pinstrup-Andersen [44] for examples of such disaggregation. See also Alderman [46] for a review of demand variables by income group.) Furthermore, the nutrition impact of changes in employment, wage levels, and incomes may depend on how individual household members are affected. Thus, the impact of macroeconomic policies on these factors should be estimated by gender and age.
Neither adjustments nor associated effects are instantaneous. Thus, appropriate time lags must be incorporated into the analyses. This is one of the key concerns in research to assess short-term versus longterm effects.
Single equations as well as systems and simulation models could be developed. If data needs can be met, partial equilibrium econometric analysis would meet all the above criteria. Certain macroeconomic relationships would be left out, however, because the approach does not assure general equilibrium. This might not be a serious weakness for estimating very short-term effects but could introduce significant biases in efforts to extend the analysis beyond the short term. To overcome this deficiency, general equilibrium models (GEMs) are needed. Most existing GEMs are either too aggregate or too data-demanding for the purpose of this study. The development of GEMs that are sufficiently disaggregated for the research proposed here would be a very costly and time-consuming undertaking that probably cannot be justified. Furthermore, the validity of the results might not be high because there may not be sufficient sound data available to meet the large data requirements of GEMs. Where appropriate GEMs and data are already available, however, they should be used.
Input-output models provide another potential analytical approach. Within this group of models, the social accounting matrices (SAMs) are the most promising because they pay a great deal of attention to income distribution by dividing the population into income groups. Their principal weakness is that the effects of changes in relative prices are not easily incorporated.
The choice of analytical approach must be made on the basis of a series of considerations specific to each studysuch as specific study goals, data availability, availability of computer facilities, budget, and competence of the researchers -and no general recommendation should be made for all studies in this area. It appears, however, that a comparative approach based on data from several years together with partial equilibrium econometric analyses offer the most appropriate approach in most cases. The most appropriate specification of the econometric model is likely to vary between studies. Where a sufficiently disaggregated GEM and the necessary data are available, the use of such a model is likely to be appropriate.
PROPOSED ACTIVITIES
It is proposed that the research needs discussed here should be met through a three-phased approach. Phase 1. In the initial phase it is proposed that three sets of activities should be undertaken simultaneously: • A global overview should be prepared, the magnitude of the adjustment problem and the extent and nature of adjustments since 1975 should be analysed.
• The magnitude and composition of changes in public expenditures in countries that have undertaken macroeconomic adjustments should be analysed. These analyses, which would be based on a review of available data together with available reviews of the effect of adjustments, would provide a foundation for developing hypotheses and preparing for more in-depth analyses for specific countries. • Solid conceptual and analytical frameworks that can be used in the subsequent in-depth studies should be developed. Because the problem under study covers macroeconomic and microeconomic relationships, the development of the conceptual and analytical frameworks is not straightforward and will require considerable work prior to initiating in-depth empirical studies. Failure to base those studies on solid conceptual and analytical approaches will result in erroneous results of little or no utility to policy-makers. It is proposed that this task should be performed by a small group of analysts. Phase 2. It is proposed that a series of in-depth country studies should be undertaken within a research network in the second phase to provide ex-post assessments of the effects of macroeconomic adjustment programmes and their components on real incomes, food consumption, and the nutritional status of the poor. Study countries should have introduced adjustment policies during the last one to six years. Other criteria for selecting study countries will be data availability, the seriousness of the poverty and nutritional problem, and availability of qualified researchers and institutional support. Ideally, a minimum of 10 to 12 country studies would be undertaken to provide generalizable results. If research resources are insufficient to cover the ideal number of in-depth studies, however, it will be better to reduce the number of studies than their rigour and depth. A smaller number of rigourous in-depth (and therefore relatively costly) studies is likely to have a much higher payoff than a larger number of superficial (and therefore less expensive) ones. This is so because the issues and relationships are very complex and primary data may be required. Superficial studies are unlikely to provide reliable results and may result in faulty policy advice, which, if implemented, may result in social and economic losses that by far exceed the cost difference between a superficial and an in-depth study.
Phase 3. As results from in-depth studies become available, they should be analysed across countries. The purpose of such integrative or comparative analyses would be to attempt to derive generalizable lessons that may be useful for policymakers in the future and to identify issues that cannot be generalized. Activities in this phase may also include one or more international conferences to present and discuss study findings and generalizable lessons with policy-makers, advisers, and analysts, as well as other interaction with national governments and international institutions as appropriate.
